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In mid-March, a three-member delegation from the International Monetary Fund (IMF) arrived
in Peru to evaluate the extent of poverty in the country. The IMF's findings will in part determine
the amount the government will earmark for "social spending" as part of a new accord with the
Fund. "The IMF is preparing a detailed map of poverty in Peru," said a high-level spokesperson
from the Economy Ministry when the IMF team arrived in the country on March 18. "The team's
conclusions will pave the way for an accord on how much of the money earned from the sale
of public enterprises should be destined for social programs. It will also help determine if the
government's budget goals are realistic for 1994, and possibly lead to the restructuring of the
resources budgeted for the war on poverty in Peru."
According to Carlos Montoya, head of Peru's Special Privatization Committee (Comite Especial
de Privatizacion, CEPRI), the government should earn a minimum of US$3 billion from the sale of
state enterprises in 1994, a significant portion of which the government has promised to channel
into anti-poverty programs. Moreover, the government promised to spend US$600 million this
year for emergency development projects in the country's poorest communities, all of which would
come from loans and donations by the multilateral lending institutions, such as the IMF, the World
Bank, and the Inter-American Development Bank (IDB). Apparently, the IMF believes the US$600
million requested is too high, and favors cutting the total to a maximum of US$450 million for this
year. President Alberto Fujimori, however, argues that the cut in funds would make the level of
social spending "insufficient." "The letter of intent which we sign with the IMF should be aimed at
increasing social investment, and it should coincide with the government's plans," said Fujimori.
To compile the study, the IMF team has so far requested that the state statistics agency (Instituto
Nacional de Estadistica e Informatica, INEI) compile an overview of official estimates on illiteracy
rates, infant mortality, family income trends, and the different sources of income that characterize
varying regions of the country. The IMF study has ignited public debate over poverty levels in
Peru. Most independent surveys such as a recent study of poverty in the country funded by the
Friedrich Ebert Foundation concur that about half of Peru's 22 million inhabitants are below the
poverty line, and more than 30% live in extreme poverty. Some organizations, however, say poverty
levels are much higher in the capital and in certain rural areas, especially in the Andean highland
communities.
The Cuanto institute, for example, which regularly tracks inflation and other macroeconomic
indicators, estimates that in Lima, nearly 55% of the population lives in extreme poverty, while in
the Andean highlands, more than 71% of the population is considered extremely poor. Clearly,
the Fujimori administration's austerity program, launched in 1990, has aggravated poverty levels.
"President Fujimori's structural adjustment policies constitute the most important austerity drive in
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the history of Peru, but it has had enormous social costs," read a lengthy report on poverty in late
March by Lima's prestigious daily business newspaper Gestion.
"Eleven million Peruvians are living in a critical situation, despite the government's economic
achievements, such as controlling inflation, increasing economic growth, and selling off inefficient
state firms." Indeed, INEI estimates that as of January of this year, the cost of the basic basket of
goods per month for an average family reached 890 soles (US$410), but the monthly minimum
wage is only 72 soles (US$33). A government survey of family health and nutrition, compiled from
1991-1992, estimates that at the national level, an average of 37% of children under the age of five is
malnourished. In rural areas the average is 53%.
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